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IBRD Loan to Finland | bin 
The International Bank for Reconstruction and Devel- of the country. The bank’s loan will finance abou 


opment on April 30 made a loan of $20 million to the 
Bank of Finland to promote the growth of Finland’s 
industry and agriculture and to increase her exports. 
The Bank of Finland will re-lend the proceeds of the 
loan to both private and governmentally-owned corpora- 
tions. The loan will be allocated as follows: $9.5 million 
for the wood-products industry, $9.5 million for electric 
power, and $1 million for land clearance and the build- 
ing of forest roads. The remaining funds required to 
complete the projects will be provided from Finnish 
sources, 

The wood-products industry is the second largest em- 
ployer of labor in Finland; it uses more than half of 
all the power produced; and it accounts for 90 per cent 
of Finland’s exports. Plans for expansion are expected 
to increase the production of chemical pulp by 20 per 
cent, newsprint by 25 per cent, and paperboard and 
cardboard by more than 100 per cent. The Bank’s loan 
will pay for less than 10 per cent of the total cost. It 
will be used for the purchase of large paper-making 
machines, chemical boilers, and auxiliary equipment. 


The Government’s program for the expansion of elec- 


‘tric power includes the construction of four hydro- 


electric generating stations in northern and eastern Fin- 
land and one steam-generating plant in western Finland; 
these power plants will add 275,000 kilowatts, or 30 per 
cent, to the country’s generating capacity by 1957. In 
addition, transmission lines will be erected to carry power 
to the principal consuming centers in the southern part 


Premium Gold Market 

The free market premium over the official dollar price 
for gold has been sagging in recent weeks. In the week 
ended April 26, the price was no higher than $3714-42 
per ounce, and toward the close of the following week 
the quotation in the most important continental markets 
was $367%-$3714. The price broke through what was 
regarded as a minimum floor of $38 in mid-March, fol- 
lowing the troubles in the Bombay bullion market which 
led to the suspension of dealings and to a temporary 
cessation in the offtake of gold by India. The traffic to 
India is smuggling and does not immediately adjust it- 
self to changes in the Bombay market, so that by the 
time the true import of events in that market had perco- 
lated to the sources of supply the pipelines—through 
Kuwait from the west and Macao from the east—were 


overfilled. Although Bombay is open again it will be a 





per cent of the total cost of the projects and will be used 
for imports of construction machinery, aluminum trans- 
mission cable, high-tension insulators, turbines, genera- 
tors, and switchgear. 

A program for increasing agricultural and forestry 
output was begun by the Government in 1940. A special 
company established for this purpose is engaged in im- 
proving lands through sub-surface drainage, clearing 
new lands for settlement, and building roads into the 
forests. The Bank’s loan will pay for the import of 
heavy tractors and earth-moving equipment, which will 
be used both for land clearance and for the building of 
forest roads. 

The Bank’s loan is guaranteed by the Government of 
Finland. It is for 18 years, with interest at 434 per cent 
per annum. The interest rate includes the 1 per cent 
commission which, in accordance with the Bank’s Articles 
of Agreement, is allocated to a special reserve. Amortiza- 
tion payments will begin on December 1, 1955. 

This is the third loan made to Finland by the Bank; 
its purpose is broadly similar to that of the $12.5 million 
loan made to the Bank of Finland in August 1949. A 
loan of $2.3 million was made to the Government in 
October 1949 for the purchase of timber-producing 
equipment; it was repaid in full on September 30, 1951, 
the maturity date. 


Source: International Bank for Reconstruction and 


Development, Press Release, Washington, D. C., 
April 30, 1952. 


considerable time before this affects the free market 
price in Europe and the Middle East. The most important 
single factor in the more recent decline of the free 
market price has been the cessation of buying in France. 
During 1951 French hoarding demand was probably the 
largest single source of buying in the free market, but 
internal developments and the readiness with which 
further U. S. assistance has been forthcoming have com- 
bined to create a respite for the franc and a further 
cessation of gold hoarding in France. In addition, 
steadily expanding offers of newly mined gold are now 
coming to the premium market. West Africa has followed 
Southern Rhodesia by permitting producers to sell the 
whole of their output on the premium market if they 
deem it profitable to do so, although at present prices 
the margin of profitability has become decidedly tenuous. 
However, the flow of gold to the free market continues, 
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and the flow to monetary channels is correspondingly 
reduced. The Economist notes that “the International 
Monetary Fund, for its part, must be looking back with 
some satisfaction on its abandonment last October of 
the fight against the premium market. By giving the 
producing countries the freedom for which they clam- 
ored it has gone a long way toward destroying what they 
wanted to get and what it wished to abolish.” 

Sources: The Economist, London, England, April 26 

and May 3, 1952. 


Proposal for International Finance Corporation 


The International Bank for Reconstruction and De- 
velopment has announced that on April 29 it sent to 
the Secretary-General of the United Nations, for trans- 
mittal to ECOSOC, a Bank report on a proposal for 
the establishment of an International Finance Corpora- 
tion to stimulate economic development through private 
investment in underdeveloped countries. One of the 
conclusions of the report is that the establishment of 
such a Corporation would “fill an important gap in the 
existing machinery for financing economic development.” 

In a covering letter to Secretary-General Trygve Lie, 
Mr. Eugene Black, President of the Bank, said that in 
authorizing the transmittal of the report the Bank’s 
Executive Directors were not expressing any opinions 
on the merits of the proposed institution, or any opinions 
on behalf of the governments they represent, and that 
the Bank was continuing to study the subject. 

The report grows out of a proposal originally made 
in March 1951, by the U. S. International Development 
Advisory Board, that an International Finance Corpora- 
tion be established as an affiliate of the International 
Bank (see this News Survey, Vol. III, pp. 278-79). In 
August 1951, ECOSOC adopted a resolution [No. 368 
(XIII) ] requesting the Bank to consider the possible 
contribution that an International Finance Corporation 
could make to economic development, and to report its 
conclusions to ECOSOC. 

The Corporation, as described in the report, would 
seek to interest private investors, both domestic and 
foreign, in favorable opportunities for profitable enter- 
prises; and it would help finance private undertakings 
by equity investment or by loans made without govern- 
mental guarantee. 

The report envisages that “the Corporation would be 
an affiliate of the International Bank and would make 
the fullest possible use of the technical and administra- 
tive staff of the Bank. However, affiliation with the Bank 
would not include financial affiliation; the capital of 
the Corporation would be provided by its member gov- 
ernments and not by the Bank. Membership in the 
Corporation would be open to all members of the Bank.” 
The report states that it would be inappropriate for the 
Bank to provide funds for the Corporation, inasmuch 
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as the operations of the Corporation would be more 
speculative and diverse than those of the Bank. 

The report assumes that “as a matter of general policy 
the Corporation would not accept responsibility for 
management or a controlling equity interest in the 
undertakings in which it invested. No special immunity 
or status would attach to those undertakings solely by 
reason of the Corporation’s participation in them. The 
Corporation would attempt to revolve its funds as rapidly 
as possible by selling securities in its portfolio whenever 
it was possible to do so at a fair price.” 

The report summarizes the reasons why private enter- 
prise in recent years “has not played an adequate role 
in the economic development of the underdeveloped 
areas” of the world. As for public investment institu- 
tions, the report says that existing national agencies‘ and 
the International Bank itself “do not, in the aggregate, 
adequately meet the need for stimulating private inter- 
national investment.” 


Two limitations on the ability of the Bank to contribute 
directly to the growth of private investment are men- 
tioned. The first arises from the requirement in the 
Bank’s charter that loans to private borrowers must 
carry a governmental guarantee. According to the report 
this deters private borrowers, who fear that such a guar- 
antee will lead to governmental interference; it also 
makes governments reluctant to give a guarantee to a 
private undertaking “for fear of appearing to favor one 
private interest as against its competitors or as against 
various public projects.” Secondly, the Bank does not 
engage in equity financing. 

“The most immediate contribution” of the proposed 
International Finance Corporation, says the report, would 
be the provision of funds to enable private investors, 
both domestic and foreign, to undertake promising pro- 
jects that are now held back by lack of capital. In sit- 
uations where private capital was available, but not in 
sufficient quantity, the Corporation “could provide the 
margin necessary for sound projects to go forward.” 


When the Corporation in the course of its operations 
discovered investment opportunities, the report states, it 
“would be able to approach private investors in different 
parts of the world not merely with a promising idea but 
also with an offer of financial participation if a sound 
proposal were worked out.” 


Participation by the Corporation, according to the 
report, might encourage investors deterred not so much 
by lack of capital as by lack of confidence. As an inter- 
national agency and as an affiliate of the Bank, says the 
report, the Corporation should be “well adapted . . . to 
create confidence both in investors and in recipient 
countries that the legitimate interests of each will be 
respected.” 

The Corporation also would have the value, says the 
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report, of conducting a pilot operation dealing with the 
problems of private international investment as they 
arose in specific cases. “Since undertakings in which 
the Corporation had an interest would have no special 
immunities or privileges . . . they would, if successful, 
be persuasive evidence that private undertakings can be 
both profitable and beneficial to development.” 

The report cautions that there are inherent limitations 
on what the Corporation could be expected to achieve: 
It would have to begin operations on a modest scale and 
could expand only gradually; it could not provide a large 
volume of capital, in relation to the world’s need for 
development financing; it could not alter the basic eco- 
nomic conditions that bring about government regula- 
tion of the repatriation of capital and the remittance of 
profits. by foreign investors; nor would its creation do 
away with the need for considering other ways to remove 
obstacles to private investment. 

Source: International Bank for Reconstruction and De- 
velopment, Press Release, Washington, D. C., 
May 1, 1952. 


International Materials Conference 

A recent report of the International Materials Confer- 
ence surveys the first year of its operations, ended March 
1, 1952. It anticipates continuing shortages in all of the 
commodities, with the possible exceptions of newsprint 
and zinc, for which international distribution plans were 
made. Firm conclusions are not yet possible regarding 
the extent to which recommended allocations have been 
implemented during the first year. The available data, 
however, indicate that, for the most part, the allocations 
have been carried out as recommended. Most participat- 
ing countries have adopted direct, or indirect, end-use 
and other controls affecting consumption of the com- 
modities for which recommended allocations have been 
adopted. 

No recommendations for direct measures for stabilizing 
markets, either in terms of price or by contractual 
arrangements, have been made by the Committees. The 
Committees are being used as a forum for discussing 
urgent supply problems, and are conducting their dis- 
cussions in an atmosphere of confidence and mutual 
understanding. The fact that, despite present shortages, 
they have been able to develop, and make effective, plans 
for orderly distribution may have a significant effect 
upon the stabilization of markets, curbing of prices, and 
the fight against inflation. 

Source: International Materials Conference, Report on 
Operations of the International Materials Con- 
ference, February 26, 1951 to March 1, 1952. 
Washington, D. C. 


Europe 
French National Income 
Preliminary computations published in the official 





bulletin Etudes et Conjoncture indicate that the distribu- 
tion of French national income in 1951 differed little 
from that in 1950.' Wages represented 54.9 per cent 
in 1951 against 54.8 per cent in 1950; the proportion 
of property and business incomes (before tax) in each 
year was 44.9 per cent; and income from abroad 
amounted to less than 1 per cent. In contrast to develop- 
ments in the 1945-48 inflation, the 1951 inflation seems 
to have resulted in shifts within the broad categories 
rather than shifts from wages to profits. Etudes et Con- 
joncture remarks that in 1951 wages were raised sub- 
stantially without too much opposition from management 
which was making better use of capacity and was able to 
resort to bank credit and other resources to meet in- 
creased cash requirements. Direct taxation on corporate 
incomes was 6 per cent in 1950 and in 1951. 

The national income is estimated at 6,544 billion francs 
in 1949, 7,225 billion francs in 1950, and 9,020 billion 
francs in 1951; the gross national product figures are 
respectively 8,189 billion, 9,300 billion, and 11,600 bil- 
lion francs. 

Source: Institut National de la Statistique et des Etudes 
Economiques, Etudes et Conjoncture, May-June 
1952, Paris, France. 


Belgium’s 1951 National Income 

Data compiled by Professor Baudhuin show that Bel- 
gium’s national income in 1951 amounted to Bfr 296 
billion, an increase of 12 per cent over the 1950 figure 
(Bfr 265 billion) and 19 per cent over the 1949 figure 
(Bfr 249 billion). Since the retail price index rose by 
9 per cent, the increase in real income was only 3 per 
cent; it was due mainly to the rise in industrial pro- 
duction. 

The distribution of income in 1951 showed only little 
change from 1950. Wages and salaries accounted for a 
slightly higher percentage than in the earlier year, where- 
as agricultural income represented a relatively smaller 
share. Food consumption represented a smaller percent- 
age of the total national expenditure, whereas clothing 
expenditures and rent accounted for larger shares. Sav- 
ings were 8 per cent of the total, against 8.8 per cent 
in 1950, but the absolute amount did not show a decline. 
Source: Agence Economique et Financiére, Brussels, 

Belgium, May 3, 1952. 


Norway’s Balance of Payments 

Preliminary figures for Norway’s balance of payments 
on goods and services in the first quarter of 1952 show 
a surplus of NKr 230 million, compared with a deficit 
of NKr 20 million in the first quarter of last year. The 
improvement was due partly to the rise in net freight 
earnings, from NKr 380 million to NKr 595 million, and 
partly to smaller imports of ships. Exports, excluding 
ships, rose from NKr 895 million to NKr 1,123 million, 
but imports, excluding ships, increased slightly more, 
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from NKr 1,144 million to NKr 1,413 million, leaving a 
trade deficit of NKr 290 million, compared with 
NKr 249 million in the same period last year. 


Sources: Norges Handels og Sj¢fartstidende, Oslo, Nor- 
way, April 30 and May 3, 1952. 


Greek Economic Developments 


The Governor of the Bank of Greece, in his review of 
economic developments in Greece during 1951, discussed 
certain factors that had adversely affected internal sta- 
bility: the inflationary pressures throughout the world, 
particularly in Europe; the payment to producers of 
important farm products of subsidies under the system 
of so-called “security” (minimum) prices, and the author- 
ized increases in wages and salaries; the tendency of 
traders and industrialists to accumulate inventories, and 
the increased prices that had been authorized for indus- 
trial goods; and the curtailment of U.S. aid, which had 
an unfavorable psychological effect. On the other hand, 
agricultural production was 22 per cent higher than in 
1950 and 22.7 per cent higher than in prewar years; 
industrial production was 13.6 per cent above 1950 and 
25 per cent above prewar; and national income is esti- 
mated to have exceeded both the 1950 and the prewar 
level. 

Though a conservative, but at the same time realistic, 
credit policy was pursued, inflationary pressures could 
not be completely avoided. They were manifested in a 
periodic but strong demand for gold sovereigns (met 
completely from official reserves) and in an increase of 
9.7 per cent in the cost of living. Despite government 
expenditures of 490 billion drachmas (some one fourth 
of the total currency circulation) for farm products for 
rationing, the note circulation increased by 311.4 billion 
drachmas, or 16.5 per cent. 

Total outstanding bank credits increased by 1,051.8 
billion drachmas (771.4 billion from Central Bank funds 
and 280.4 billion from commercial banks’ own resources) 
or 23 per cent; of the total, 295.1 billion drachmas was 
extended to agriculture and 756.7 billion to industry and 
trade. Deposits with commercial banks rose by 578.4 
billion, compared with 386.4 billion in 1950, with the 
result that such deposits approached the level of the note 
circulation. The rate of increase in private deposits in 
1951 exceeded that of public deposits. 

The Governor stated that ordinary receipts of the 
State covered all of the ordinary expenditures and part 
of the defense outlay. Defense expenses amounted to 
43 per cent of total expenses in 1950-51 and about 41 
per cent in 1951-52; they absorbed 47 per cent of total 
receipts from local sources in 1950-51 and about 49 per 
cent in 1951-52. It is estimated that defense expenses 
absorbed 9 per cent of total available resources (national 
income plus foreign aid) in 1950-51 and 9.4 per cent 
in 1951-52. Since budgetary deficits are ultimately met 
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by counterpart funds, monetary stability is ensured to a 
great extent, but this use of counterpart funds deprives 
the economy of resources intended for economic develop- 
ment. 

The volume of exports (particularly of minerals, 
cotton, and citrus fruits) increased, and the prices of 
certain export goods improved. The Governor stated 
that exchange earnings would have been higher if ex- 
ports had been in the form of finished or semifinished 
goods. Among invisibles, the most substantial increases 
were in shipping and tourist receipts. Despite tiese im- 
provements, the external accounts of Greece continue 
unfavorable. The terms of trade deteriorated further 
in 1951, because of increases in the prices of import 
goods. The over-all import surplus was $329.7 million, 
$17 million higher than in 1950; it was financed pri- 
marily by U.S. aid, which Greece has received during the 
last three years at an annual rate of about $260 million. 


Source: Bank of Greece, The Governor’s Report on 
Developments in 1951, to the Annual Sharehold- 
ers’ Meeting, Athens, Greece, April 12, 1952. 


German Foreign Debts 


The German Debt Conference, which has been in ses- 
sion in London since February 28 (see this News Survey, 
Vol. IV, pp. 272-73), adjourned on April 4 and will meet 
again on May 19. In the meantime, the German dele- 
gation will prepare a basis for the settlement of Germany’s 
external debts, which will be presented to the Conference 
after the recess. At the last plenary meeting before 
adjournment, the British member of the Tripartite Com- 
mission on German Debts spoke of the variety and com- 
plexity of the interests affected by the proposed debt 
settlement, which had led the Conference to set up the 
machinery necessary for the establishment and assess- 
ment of available data and for reconciling the views and 
claims of the various creditor and debtor interests; he 
said that much useful work had been done in this first 
stage, and the prospects for the work of the second ses- 
sion were favorable. The French member of the Tri- 
partite Commission reported on the statements made 
concerning Germany’s capacity to pay and stressed the 
fact that, although there were some differences between 
the views of the debtors and of the creditors, the will- 
ingness expressed by the German delegation to ensure the 
resumption of service on the debts and the spirit of 
understanding shown on the creditors’ side provided solid 
grounds for hope of a satisfactory settlement. The U.S. 
member stated that the recess would not only provide 
an opportunity for the Germans to formulate settlement 
proposals, but also would enable the creditor representa- 
tives to consult with their principals in the light of what 
had been achieved to date. 

Four negotiating committees, composed of creditor 
and debtor representatives, have held more than forty 
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meetings during the Conference. Among the general 
topics considered have been Germany’s capacity to renew 
service on her external obligations, Germany’s economic 
prospects, and many technical questions concerning the 
status of various outstanding German obligations. One 
negotiating committee of the Conference has devoted its 
attention to the German public debt, including Reich, 
provincial, and municipal bonds. The principal interest 
of another committee is in the loans of German industrial 
enterprises. A third committee concentrates on the so- 
called standstill credits. The fourth committee considers 
the problems arising out of Germany’s commercial and 
miscellaneous debts. In the closing meetings of the 
Conference, the head of the German delegation empha- 
sized again that the intention of his Government was to 
reach a definitive and comprehensive settlement of Ger- 
many’s external debts at the London Conference. The 
President of the American Foreign Bondholders Pro- 
tective Council, who is chairman of the Creditors’ Com- 
mittee of the Conference, drew attention to the progress 
made thus far, stating that the creditors had studied in 
detail the problems facing the debtors and assuring the 
German delegation that, if constructive proposals were 
put forward after the recess, they would find the creditors 
in a responsive frame of mind. 

Source: Foreign Bondholders Protective Council, Inc., 
Conference on German External Debts, New 
York, N. Y., April 15, 1952. 


Middle East 


Egypt’s 1952 Balance of Payments Prospects 

According to the Egyptian Minister of Finance, Egypt’s 
foreign trade and balance of payments position are likcly 
to be more unfavorable in 1952 than in 1951. Because 
of a decline in the acreage under wheat, wheat and flour 
imports will increase this year. In addition, there will 
be substantial imports of sugar. The Minister estimated 
that cotton exports will yield LE 55 million less than in 
1951, because of declines in the quantity exported and 
in price; the quantity exported in 1952 may amount to 
5.2 million kantars (1 kantar 99.05 pounds), com- 
pared with 5.7 million kantars in 1951. Thus, the bal- 
ance of payments deficit this year is likely to exceed the 
1951 deficit. 

To meet the expected difficulties, the Minister recom- 
mended a reduction in imports of luxuries, by raising 
customs duties and, if necessary, by resorting to the 
import quota system; an expansion of wheat acreage; 
reductions of expenditures on private travel abroad and 
on imported equipment for government use; reductions 
of other government payments abroad; and the encour- 
agement of exports by a relaxation of restrictions and an 
expansion of barter trading. 

Sources: Al Ahram, Cairo, Egypt, April 25, 1952; The 
Times, London, England, April 26, 1952. 
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Second Investment Plan for Tunisia 
When Tunisia’s first investment plan, covering the 
years 1949.52, is completed, a second investment plan, 
for 1953-56, is to be initiated. Its aim will be to increase 
employment in Tunisia, to expand domestic food pro- 
duction, and to stimulate the production of goods mar- 
ketable abroad. A report on the new plan is to be sub- 
mitted by June 1. 
Source: The Times, London, England, April 28, 1952. 
Israel Export Institute 
In April, the Israel Export Institute began function- 
ing in Jerusalem as a department of the Ministry of 
Commerce. It will supervise the quality of export mer- 
chandise, will provide information on foreign markets, 
and will grant export licenses. It was established in 
order to expand export receipts. 
Source: Israel Economic Horizons, New York, N. Y., 
April 1952. 
Israeli Bond Sales 
Since Israeli Government Bonds were floated in the 
United States in May 1951, their sales have totaled $121 
million. The goal of the bond drive is $500 million in a 
three-year period. 
Source: Israel Economic Horizons, New York, N. Y., 
April 1952. 
Foreign Exchange Regulations in Syria 
A new law regulating exchange operations in Syria 
provides for the creation of an exchange control board 
to replace the Exchange Control Office. Under the law, 
capital movements are freed from exchange restrictions 
in order to encourage foreign investments in Syria; all 
travelers and tourists are allowed to have any amount of 
foreign exchange or Syrian currency without government 
supervision or control; exports are to be channeled to 
hard currency areas in order to obtain the foreign 
exchange to finance imports from these countries. 
Source: Le Commerce du Levant, Beirut, Lebanon, April 
26, 1952. 
Industrial Bank in Syria 
The Syrian Government is establishing an Industrial 
Bank to help finance private industrial projects and also 
to assist industrial enterprises that are having temporary 
difficulties in repaying their debts to local banks. The 
Government has already authorized industrial enter- 
prises that are having financial difficulties to defer pay- 
ment of their debts to local banks under a government 
guarantee for a maximum period of five years. These 
debts, which were contracted a few years ago, are esti- 
mated to be around LS 17 million. The Government, 
however, will not guarantee new industrial debts. 
Source: Middle East Economist and Financial Service, 
Forest Hills, N. Y., April 1952. 


Abolition of Pakistan’s Raw Wool Export Tax 
The Pakistan Government has announced the removal 
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of the export tax of 25 per cent ad valorem on raw wool 

as from April 29, 1952. 

Source: The Journal of Commerce, New York, N. Y., 
April 29, 1952. 


Far East 
Indian Rice Prices and Rationing 


The Indian Government is permitting an increase in 
the States’ procurement price of rice, effective through 
May 1952, and is ending the food subsidy to the States, 
with the exception of certain high deficit areas. Rice 
rations are being reduced in areas where rice is not the 
principal food. These measures are expected to increase 
rice supplies in deficit areas, with a general increase 
in prices paid by consumers. 


Source: Indian Finance, Calcutta, India, March 1, 1952. 
Soybean Exports from Manchuria and Thailand 


According to a report from Port Said, shipments of 
soybeans from Manchuria to Europe are still continuing, 
though on a smaller scale than in 1951. During the first 
quarter of 1952, one shipment from Dairen passed 
through the Suez Canal to England, one to Poland, and 
one to the U.S.S.R. There was also a shipment of soy- 
beans from Thailand to the Netherlands. The total vol- 
ume of these shipments was 88,442 tons. 

Manchurian soybeans are quoted at US$3.66 per 
bushel c.i.f. European ports. This quotation is nominal, 
however, since recent trading has been light. 

Source: Department of Agriculture, Foreign Crops and 
Markets, Washington, D. C., April 28, 1952. 


Japanese Labor Productivity 
Labor productivity in manufacturing industries in 
Japan in 1951 regained the prewar level; that in the min- 
ing industries, however, was only 68 per cent of prewar. 
The gain in the manufacturing industries has been espe- 
cially rapid since the Korean war. At the end of World 
War II productivity was only about one third of the 
prewar (1932-36) average. 
Source: Bank of Tokyo, Weekly Review of Economic 
Affairs in Japan, Tokyo, Japan, March 22, 1952. 


United States and Canada 
U.S. Industrial Capacity 


If capital investment plans of U. S. businessmen for 
1952 are realized, total investment in fixed capital from 
1946 through 1952 will total $124 billion, or almost nine 
tenths of the book value of such assets at the end of 
World War II. The additions to capacity, however, have 
not been so great as a comparison of these unadjusted 
dollar value figures would suggest. The 1945 book value 
of capital assets reflects the original cost of equipment 
which averaged substantially less than replacement costs 
at that time, and postwar capital outlays have been in- 
curred at substantially higher prices than those pre- 
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vailing at the end of the war. 

Physical additions to plant capacity have, nonetheless, 
been considerable. For manufacturing industries as a 
whole, it is estimated that capacity by the end of 1952 
will be 50 per cent greater than at the end of the war. 
The largest gains have been made in the machinery and 
chemicals industries, where capacity will have doubled, 
and in the petroleum industry, up 50 per cent. Increases 
have been particularly notable in plants producing new 
products; for example, output of synthetic resins and 
plastics rose from 800 million pounds in 1945 to nearly 
2,500 million pounds in 1951. Expansion in the field 
of antibiotics has been even more striking; for instance, 
the output of penicillin in 1951 was more than ten times 
that in 1946. 

Important nonmanufacturing industries,.such as, .util- 
ities, will have expanded as much as—or possibly more 
than—manufacturing industries. By the end of 1952, 
electric utilities will have increased their generating 
facilities by 75 per cent. 

Source: Department of Commerce, Survey of Current 
Business, Washington, D. C., April 1952. 


Suspension of U. S. Voluntary Credit Restraint Program 

The Board of Governors of the Federal Reserve System 
has suspended the Voluntary Credit Restraint Program, 
which began in March 1951 and is believed to have been 
particularly successful in curbing inflation. During the 
period of its operation, bank loans increased by only 
$1.5 billion, of which defense loans accounted for about 
two thirds. Private banking circles have estimated that, 
without the program, loans would have been from $700 
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million to $1,000 million higher. The program was most 

effective in curbing loans for expansion of nonessential 

inventories and for plant and equipment expansion not 

necessary to the defense program. 

Source: The Journal of Commerce, New York, N. Y., 
May 6, 1952. 

Canadian Exports 

The value of Canadian exports in the three months 
ended March 1952 was $999 million, an increase of 
$175 million, or 22 per cent, above the corresponding 
period of 1951. Imports fell from $948 million to $917 
million. Thus there was a trade surplus of $82 million 
in the first quarter of this year, in contrast to a deficit 
of $124 million in the first three months of 1951. 

The volume of exports increased, the expansion being 
mainly in agricultural and iron products. Exports of 
animal products fell. The pattern of trade differed from 
that of the last two years. Exports to the United States, 
at about $550 million in 1952, were practically the same 
as in 1951; however, they represented only 55 per cent 
of total exports in 1952, against 66 per cent in 1951. 
Exports to the United Kingdom and Commonwealth 
countries rose by $71 million; to Latin America, by 
$41 million; and to European countries, by $34 million. 
(All figures are in Canadian dollars.) 

Sources: Dominion Bureau of Statistics, Trade of Can- 
ada, Domestic Exports, Ottawa, Canada, 
March 1952; The Financial Post, Toronto, 
Canada, May 3, 1952. 


Canadian Consumer Credit Regulations Suspended 
The Canadian Government has suspended all regula- 
tions over consumer credit, effective May 6. The regula- 
tions went into effect in November 1950. 
Source: The Wall Street Journal, New York, N. Y., 
May 6, 1952. 


Latin America 

Honduran Treasury Bills 

Legislation promulgated in Honduras will permit the 
issuance of Treasury Bills as a means of equalizing the 
seasonal flow of governmental revenue and expenditure. 
Within any one fiscal year the issue is limited to 15 per 
cent of average revenues in the past three years from 
issues maturing not later than the month following the 
end of the fiscal year. The rate of interest will be 
determined by the Secretary of State for Finance and 
the Central Bank of Honduras, but may not exceed 2 per 
cent per annum. The bills will be registered and may be 
sold to the Central Bank at any time for their face value 
plus accrued interest. Temporarily idle government 
funds may be invested in these securities, but no interest 
will be payable. 

For some time the Government has been holding sub- 
stantial unused cash balances resulting from budgetary 
surpluses. Evidently, therefore, the new legislation is 








intended to provide for seasonal financing in future 
years rather than for immediate needs. The stipulation 
that idle government funds may be invested in the new 
Treasury Bills should also help to alleviate the situation 
which results from the allocation of certain specific 
revenues to “special treasuries” for financing specified 
expenditures. If the Government’s general funds were 
to become temporarily depleted while there was idle cash 
in some of the special treasuries, an issue of Treasury 
Bills for purchase by the special treasuries would meet 
the situation. 
Sources: La Gaceta, Tegucigalpa, Honduras, February 25 
and March 17, 1952. 

Agricultural Credit in Haiti 

The Haitian Agricultural and Industrial Credit Insti- 
tute (Institut Haitien de Crédit Agricole. et Industriel). 
was formally inaugurated in February 1952, with capital 
of US$1 million. It is under the direction of the National 
Bank of the Republic of Haiti. Its purpose is to pro- 
mote increased food production; greater output of the 
most promising agricultural and industrial export prod- 
ucts; the production of certain goods now imported; 
the economic exploitation of undeveloped natural re- 
sources; the adoption of modern technical methods in 
agriculture and industry; the growth of producers’ co- 
operatives and credit cooperatives; and, through tech- 
nical and financial assistance, the general economic de- 
velopment of the country. 
Source: Department of Commerce, Foreign Commerce 

Weekly, Washington, D. C., April 21, 1952. 


Financial Report of Gran Colombiana Merchant Fleet 
The Board of Directors of the Gran Colombiana 
Merchant Fleet has reported that, in 1951, 234 sea 
voyages were made by company boats, more than one 
million tons of cargo were transported over 1.2 million 
miles, and 55.8 million pesos of freight revenue were 
collected. Total revenue from freight in the 444 years 
of the company’s operations has been 202 million pesos, 
and net profits 24 million pesos. The paid-in capital of 
the company is 31 million pesos, of which 45 per cent 
was subscribed by three autonomous agencies of Co- 
lombia, 45 per cent by two autonomous agencies of 
Venezuela, and 10 per cent by the Development Bank of 
Ecuador. 
Source: El Siglo, Bogota, Colombia, April 1, 1952. 


Export-Import Bank Credit to Colombia 

The Export-Import Bank of Washington has granted 
a credit of $2.6 million to aid in the construction of a 
central hydroelectric station with a capacity of 50,000 
kilowatts near Medellin, Colombia. The credit was ex- 
tended to the Empresa de Energia Eléctrica S.A. of 
Medellin, is guaranteed by the Banco de la Republica, is 
repayable in 15 years beginning in 1953, and carries 
an annual interest rate of 444 per cent. In 1944, the 
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Export-Import Bank extended a credit of $3.5 million to 
the same corporation. 


Source: El Siglo, Bogota, Colombia, April 1, 1952. 


Freezing of Uruguayan Prices 
By Executive Decree of April 21, the Uruguayan Gov- 
ernment froze the prices of certain building materials 
and essential goods at the level prevailing on March 1, 
1952. The commodities affected include consumers’ 
goods, such as foodstuffs, beverages, clothing, footwear, 
toiletries, tobacco, and certain fuels for domestic use. 
This is understood to be a first step of a more general 
measure to arrest the price inflation which has been 
becoming serious during the current year. 
Sources: La Prensa, New York, N. Y., April 22, 1952; 
El Pais, Montevideo, Uruguay, April 29, 1952. 


Argentine-Finnish Trade Agreement 

Argentina and Finland have concluded an agreement 
to supplement the Trade and Payments Agreement of 
1948. The agreement was made retroactive to January 
1, 1952 and will be in effect for one year. It provides 
for the exchange of products specified in lists attached to 
the agreement. Argentina is to export to Finland cereals, 
oilcakes, vegetable oils, hides, quebracho extract, meat, 
casein, fruits, and woolen and cotton yarns and cloth. 
Finland is to supply Argentina with newsprint, electric 
goods, accounting machines, timber, ships, porcelain, 
and various industrial products. While the agreement 
follows the same general lines of agreements concluded 
by Argentina with other countries, an unusual and inter- 
esting feature is Argentina’s commitment to export 
textiles to Finland. 

As formerly, settlement is to take place through a 
dollar account between the central banks of the two 
countries. 

Source: Bank of London and South America, Fortnightly 
Review, London, England, April 19, 1952. 


Other Countries 


Five-Year Plan for Agriculture in Australia 

The Australian Agricultural Council, which is com- 
posed of the Ministers of Agriculture of the State and 
Federal Governments, has approved a five-year plan for 
agriculture which was submitted to it by the Federal 
Minister. The program consists of a series of production 
targets for the principal agricultural and pastoral prod- 
ucts. These targets are: 14 million acres of wheat com- 
pared with 10 million acres last season; 444 million 
acres of oats and barley against less than 3 million acres 
in recent years; 20,000 acres of tobacco against 6,000 
acres last year; 60,000 acres of cotton against 5,000 
acres; 200,000 acres of linseed against 30,000 acres; 
1,230,000 tons of beef, lamb, mutton, and pigmeats 
against 1 million tons in recent years, representing an 
increase of 40 per cent in lamb and 17 per cent in beef; 


and a 12 per cent increase in milk production, to 1,350 
million gallons. The Federal Agriculture Minister has 
estimated that, if these targets are achieved, about £A100 
million will be added to Australia’s export income at cur- 
rent prices. An import program to ensure the expansion 
of farm production is being prepared, and agricultural 
needs are receiving special attention in loan discussions 
with the International Bank for Reconstruction and De- 
velopment. Other new specific measures to implement 
the five-year plan have not been announced, but the 
Federal Agriculture Minister stated that achievement will 
“depend largely on the effect of general financial policy 
... and other methods used by the Government to divert 
manpower and materials to essential production.” In 
approving the program, the State Agriculture Ministers 
emphasized the need for additional loan money to finance 
State development works bearing on food production, 
for incentive measures, such as further tax concessions 
to farmers, for easier credit conditions on farm machin- 
ery, and for increased Commonwealth grants. 
Sources: The Times and The Financial Times, April 22, 
1952, London, England; The Sydney Morning 
Herald, Sydney, Australia, April 22, 1952. 


Australian Wool Income 
Unless there is an appreciable rise in prices, Australian 
wool exports may not exceed £A300 million in the year 
ending June 30, 1952, less than half last year’s record of 
£A636 million. Sales to the end of February totaled 
£A223 million, and realizations from the 865,000 bales 
still remaining to be sold by June are not expected to be 
more than £A70 million. Wool prices fell steadily in 
March, although they recovered somewhat in April. It 
is feared that large stocks of crossbred wool held by 
Argentina and Uruguay will lower the prices for this 
particular type still further. The volume of wool exports 
is also down this year, being 21 per cent less in the 
seven months July 1951-January 1952 than in the same 
months of 1950-51. 
Source: The Financial Times, London, England, April 
15, 1952. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the 
end of each note. Explanatory material may be 


added, but no Fund editorial comment or opinion. 
Therefore any views expressed are taken from the 
sources quoted and are not necessarily those of the 


Fund. 

The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained by applying to 

Information Officer 
INTERNATIONAL MONETARY FUND 
1818 H Street, N.W. Washington 25, D. C. 
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